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UNCLAS ROME 17709 

E.O. 1 1652: N/A 
TAGS: EFIN, IT 

SUBJ: NEW MONETARY MEASURES: INCREASE IN PENALTY RATE ON CENTRAL 
BANK BORROWING 

REF.: A. ROME 17666 

B. ROME A-9 OF JANUARY 7, 1974 

1. REF A. ERRONEOUSLY REPORTED DECREASE OF 1/2 PERCENT IN 
PENALTY RATES APPLICABLE TO NEW BASIC BOI INTEREST RATE FOR 
DISCOUNTS AND ADVANCES. REPORT SHOULD HAVE SAID THAT PENALTY 
RATES INCREASE REPEAT INCREASE BY 1/2 OF 1 PERCENT. (NEW 

RATES ARE APPLICABLE AS OF DECEMBER 27, 1974.) 

2. PENALTY RATE OF MAXIMUM OF 3.5 PERCENT, OR TOTAL RATE OF 
11.5 PERCENT, APPLIES BOTH TO DISCOUNTS AND TO FIXED TERM 
ADVANCES. FOR FIXED TERM ADVANCES, 3,5 PERCENT PENALTY RATE 
IS ASSESSED IF BORROWING TAKES PLACE LESS THAN 90 DAYS FROM 
PREVIOUS BORROWING. RATE IS 2.5 PERCENT, AND 1.5 PERCENT RES- 
PECTIVELY WHEN BORROWING TAKES PLACE MORE THAN 90 DAYS AFTER 
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PREVIOUS BORROWING OR MORE THAN 120 DAYS AFTER PREVIOUS BORROWING. 
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NO PENALTY RATE IS APPLIED WHEN SECOND BORROWING TAKES PLACE MORE 
THAN 150 DAYS AFTER PREVIOUS BORROWING. 

3. FOR REPETITIVE USE OF BASIC DISCOUNT RATE, PENALTY RATE 
OF 3.5 PERCENT IS APPLICABLE IN MOST CASES WHEN BANK HAD USED 
DISCOUNT FACILITY DURING PREVIOUS SIX CALENDAR MONTHS IN EXCESS 
OF 5 PERCENT OF ITS REQUIRED RESERVES.VOLPE 
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